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The New England 
Shoe Industry: 
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A MARKED DECLINE in New England’s share of national 
shoe output from 1946 to 1947 caused concern for the 
future of the New England industry. Because of the im- 
portance of the shoe and related industries in the 
region’s economy, this bank made a detailed study of 
the situation in 1948.1 

A consideration of the factors affecting New Eng- 
land’s competitive position in shoe production led to the 
conclusion that the area’s long-term advantages were 
not sufficiently strong to outweigh its long-term dis- 
advantages. In the absence of aggressive action to 
strengthen the position of the regional industry, New 
England might lose ground to areas more advantageous- 
ly located to serve the shifting United States market. 
Nevertheless, New England would continue to be the 
leading shoe-producing area of the nation for some time. 
Mention was made of opportunities for strengthening 
shoe manufacturing in New England. This reappraisal 
of the shoe industry evaluates the experience of the 
past few years and reconsiders the earlier findings. 


The Postwar Experience of the Industry 


Throughout World War II, New England’s share of 
national shoe production averaged about 33 per cent. 
The rapid reconversion of industry to peacetime pro- 
duction released sufficient labor to permit the area’s 
manufacturers to step up their proportion of national 
output to 35 per cent in 1946, despite a sharp rise in 
total shoe production. 

The 529 million pairs of shoes produced in 1946 satis- 
fied much of the huge deferred demand that had been 
built up during the war. National shoe production fell 
off in 1947, but output dropped proportionately more 
in New England. The region’s share fell to 31 per cent 
of total production. 

In late 1947 and early 1948 the industry revived 

1See Monthly Review, November and December 1948. 
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somewhat, but accumulation of inventory at retail led 
to further contraction in output. Because of the pre- 
dominance of small firms manufacturing to customers’ 
orders and selling directly to retail outlets, production 
in New England was more sensitive to the inventory 
adjustments than in the rest of the industry which has 
a heavier concentration of large firms, manufacturing 
mainly for stock and distributing through well estab- 
lished sales channels. The share of national output of 
New England’s three leading shoe-producing states 
reached a new low of 30.4 per cent in 1948. 

During the early months of 1949, shoe production 
registered larger year-to-year gains in New England 
than in the rest of the country. Despite a poor fourth 
quarter, the gains made earlier in the year were suffi- 
cient to boost the region’s proportion of total output for 
1949 to 31.6 per cent, the first year-to-year increase in 
share since 1946. 

New England’s share of total output increased again 
to 32.5 per cent in the first half of 1950. The region’s 
proportion for the year 1950 will probably be close to 
that for 1949, however, since New England’s shoe 
manufacturers are typically more sensitive to seasonal 
influences than producers in the rest of the country and 
normally are strongest in the first half of the year. 

Within New England, the relative importance of the 
three principal shoe-producing states continued to shift 
through 1949. Between 1946 and 1947 Massachusetts’ 
share of shoe output fell from 20.7 per cent to 17.3 per 
cent, and even the resurgence of demand for so-called 
“popular priced’? women’s shoes resulted in a share of 
only 17.6 per cent in 1949. The shares of both Maine 
and New Hampshire declined from 1946 to 1948, but 





New England shoe producers were hit early and 
hard by the adjustments that followed the all- 
time production record established in 1946. De- 
spite a sharp drop in its share of national output, 
New England retained its pre-eminence as the 
nation’s leading shoe-producing area. As read- 
justments spread to other regions in 1949, New 
England producers were able to strengthen their 
position. Over the next few years, the region’s 
share of the national market is expected to aver- 
age only slightly lower than it did during the last 
quarter century. 
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the dips were not so sharp as in Massachusetts and 
gains in 1949 almost offset the previous declines. 

While New England’s share of national production 
has fluctuated over the past twenty-five years, the 
region’s losses have not been excessive. Except for 
Pennsylvania, all the old established shoe areas have 
lost ground. Since 1946, only Pennsylvania and a group 
of ‘“‘other states,” located principally in the South and 
West, have shown marked increases in importance. 
Shoe producers located in states nearer the expanding 
market centers are better able to service their customers 
than firms located in the Northeast. It is a tribute to the 
keenness and alertness of New England shoe producers 
that despite the shifting of population and income the 
region has not lost substantially more of its markets. 

New England has traditionally concentrated on the 
production of shoes for men and women. Juvenile shoes 
are relatively less important in the composition of the 
New England industry than in the nation. Between 
1946 and 1947, New England’s share of total production 
declined in every class, but the accompanying chart 
illustrates how producers of men’s and women’s shoes 
had improved their relative position by 1949. 

Since 1946 New England’s production of juvenile 
shoes has dropped steadily, and the area’s already small 
share of this class of production has contracted further. 
Within this class, the area has improved its 1946 posi- 
tion only in the output of infants’ and babies’ footwear. 





~ PRODUCTIVITY CHANGES IN SHOE PRODUCTION, 
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In view of the growing juvenile population, it appears 
that the New England shoe industry is overlooking a 
good opportunity to strengthen its position. The out- 
standing success reported by certain manufacturers of 
high-priced juvenile shoes in New England demon- 
strates that the market is available. 

The ability of New England manufacturers of women’s 
shoes to take advantage of the shift in consumer pref- 
erence to low- and medium-priced footwear was an im- 
portant factor in preventing a greater loss in the area’s 
relative position in the postwar years. New England has 
long been a large producer of this type of footwear. 
Producers in other areas who specialized in the more 
staple types of footwear were not able to adjust their 
product to the changing market as quickly as were the 
multitude of small plants in New England. The exploita- 
tion of its price advantage was one of the major reasons 
for the improved position of the New England shoe in- 
dustry in 1949. 

So far we have considered only the changes in the 
relative position of the New England shoe industry, 
with special emphasis on the changes since 1946. The 
peak in shoe consumption coincided with the 1946 peak 
in shoe production. In that year close to 511 million 
pairs of civilian shoes were sold in the United States. 
Per capita consumption and total expenditures for foot- 
wear were at record levels. Consumption slumped from 
3.7 pairs per capita in 1946 to 3.1 pairs in 1949, the low- 
est for any year since 1935. The shares of total disposable 
personal income and total personal consumption expend- 
itures spent on footwear also declined steadily. It must 
be realized that the contraction in over-all demand for 
footwear during the last several years would have ad- 
versely affected the New England segment of the in- 
dustry, even if there had been no change in its relative 
importance. Since total shoe consumption will probably 
not rise greatly in the next few years, the question is, 
“Can New England improve its relative position in the 
shoe industry?” 


The Competitive Strength 
of the Shoe Industry 


In our earlier study we considered many factors 
which affected the competitive position of the region’s 
shoe manufacturers. The area’s producers appeared to 
be at a disadvantage in the location of markets and in 
their small average size. Such factors as shoe quality, 
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managerial “know-how,” pride of workmanship, good 
labor relations, adequate supply of skilled labor, and a 
long reputation as a shoe center had enabled New Eng- 
land to maintain its position in the national industry. 

Since 1947, the national market has continued to 
move away from New England. By July 1950 the area’s 
share of population had declined to 6.1 per cent of the 
total for the country. Although New England and 
adjacent areas continue to enjoy a per capita income 
above the national average, the advantage has narrowed. 
In addition, the “new” shoe-producing states are closer 
to the shifting centers of population and income. The 
need for quick servicing of the market might encourage 
the expansion of output of high-styled footwear in more 
advantageously located parts of the industry. 

The shift in markets combined with the low capital 
requirements for entering the shoe industry and the in- 
creased mechanization of the production process would 
seem to make inevitable some further shift away from 
New England. The ease of entering the shoe business 
has produced an influx of hopeful new producers each 
year. Nevertheless, since 1946 the concentration of pro- 
duction has increased. The five largest firms control 
about 30 per cent of total output, and the twenty 
largest produce close to 50 per cent. While shoe produc- 
tion declined each year after 1946, the aggregate output 
of four of the five largest firms showed year-to-year 
gains until 1949. The big firms did not face inventory 
adjustments so early as the smaller firms. Although the 
large firms lost ground slightly in 1949, their combined 
output was close to the 1946 level and their relative posi- 
tion was considerably higher. 

The average size of shoe plants in New England and 
the Middle Atlantic states is smaller than that in any 
other region. The small size of Massachusetts plants 
offsets the larger than average size of plants in Maine 
and New Hampshire. While small size improves a pro- 
ducer’s flexibility, the increasing concentration of out- 


NEW ENGLAND'S” SHARE OF U.S. SHOE PRODUCTION 
By Age and Sex Classes 
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put in a small number of large firms operating mostly 
in the Midwest and South makes it difficult for New 
England to increase its share of total shoe production. 

Over the years much of the credit for the continued 
importance of New England as a center of shoe produc- 
tion has depended upon the abundant supply and high 
quality of the labor force available to the region’s 
manufacturers. During the past two years, except for 
short periods of peak operations, the New England shoe 
industry has had a labor surplus. Although there are no 
direct comparisons of the productivity of shoe workers 





OUTPUT OF 54 NW.E. SHOE MANUFACTURERS 
BY SELECTED PRICE LINES 
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in various areas, a recent study? shows that between 
1939 and 1947 the labor time required to manufacture 
both men’s and women’s shoes declined more in New 
England than in the rest of the country. The labor 
savings were made principally during World War II 
when the region’s firms benefited most from the smooth- 
ing out of seasonal fluctuations and style simplification. 
After the war, New England producers of men’s and 
women’s footwear retained a larger share of the savings 
in labor time than did producers in the country as a 
whole. The average labor requirements of juvenile shoe 
producers increased in New England over prewar evi- 
dently largely because of shifts in type of construction. 
Wage rates in the old established shoe centers in New 
England are generally higher than in the rest of the 
nation. The disadvantage to New England shoe manu- 
facturers from higher than average wage rates may be 
offset by the advantages of the large pool of trained 
workers and the improved productivity of the labor 
force. However, there is not sufficient information 
available to reach a definite conclusion on this point. 
On balance it appears that there has been little 
change in the factors affecting New England’s com- 
petitive position since our earlier study was completed. 


Varketing Practices 
Marketing policies often have a greater influence on 
a firm’s competitive position than production policies. 
A study of the effects of marketing practices on the pro- 
duction pattern of 100 New England manufacturers was 
made in 1948 by this bank with the cooperation of the 
New England Shoe and Leather Association. The study 


2Trends in Man-Hours Expended per Pair, Footwear, 1939 to 1947,”’ U. S. 
Bureau of Labor Statistics, May 1950. 
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OUTPUT OF 58 W.E. SHOE MANUFACTURERS 
BY MAJOR BRANDING PRACTICES 
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showed the relative success in maintaining output en- 
joyed in 1947 by manufacturers following the various 
marketing practices. 

We asked the same producers to supply us with simi- 
lar marketing information for 1948 and 1949 so that the 
effects of the various policies might be studied over a 
longer period. We received usable reports from 72 
companies whose aggregate output amounted to 39 per 
cent of total production in New England in 1949. Each 
company was classified by major class of shoes produced 
in 1949 and by predominant marketing practices. 

The experience of the companies in the sample indi- 
cates that there are no pat methods that insure success 
under all market conditions. There is no substitute for 
an alert management which adapts its policies to the 
changing market in order to achieve the greatest success. 

Most of the reporters had only one factory. While 
single-plant companies were less successful in maintain- 
ing output, the small group of firms with more than one 
plant was able to increase production each year from 
1946 through 1949. The multi-plant concerns were 
mostly large companies which as a group were quite 
successful in sustaining production after 1946. The large 
producers of both men’s and women’s shoes increased 
their share of total output between 1946 and 1949, 

The producers of medium-priced men’s footwear ex- 
perienced greater production stability than producers 
of high-priced men’s shoes. Producers of high-priced 
women’s shoes were better able to maintain output from 
1946 to 1947 than the rest of the industry, but in sub- 
sequent years the manufacturers of low-priced footwear 
were extremely successful in improving their position. 

Almost all manufacturers in the sample sold their 
products with either factory labels or buyers’ labels. 
Few companies shipped unlabeled merchandise. Pro- 
ducers of men’s shoes who sold under their own brand 
names were not so affected by the over-all decline in 
consumption of men’s footwear as were firms which sold 
under buyers’ labels. Among women’s shoe producers, 
companies which sold under factory labels maintained 
output better in 1947 than the rest of the industry, but 
in the next two years the shift in buyer preference to 

$The follow-up study was also made in cooperation with the New England 
Shoe and Leather Association. 
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low-priced sandals and playshoes aided the companies 
which sold under buyers’ labels. Producers of high- 
priced juvenile shoes with factory labels have been out- 
standingly successful throughout the postwar period. 

The experience of the past two years confirms our 
earlier finding that producers of both men’s and women’s 
shoes who distribute through affiliated retail stores and 
chain stores have been more successful in maintaining 
output than companies which use other sales channels. 

Whether manufacturers of men’s shoes produced for 
“stock” or to customers’ orders made little difference 
in their ability to maintain output after 1947. Major 
changes in market conditions after 1947 aided manufac- 
turers of women’s shoes who produced mainly for cus- 
tomers’ orders. 

Most New England shoe manufacturers in the sample 
remained indifferent to advertising as a means of sales 
promotion. Of course, the branding practices of a firm 
greatly affect the need for advertising. Nevertheless, 
the firms which did not advertise were just as successful 
in maintaining their market position as were those 
that advertised. 


Conclustons 


During the last 25 years, New England shoe manu- 
facturers have lost less of their market than might be 
expected in view of the shifting of population and in- 
come centers away from the region and the absence of 
tangible competitive advantages over producers in other 
parts of the country. Some further gradual loss of mar- 
ket may be expected. 

Over the short term the New England industry can 
press its slight advantage in the women’s novelty-shoe 
field to maintain its share of the national market. Over 
the long run, it would be to the advantage of the 
regional industry to have less concentration on the lines 
that now account for a large portion of its output and 
to give increased attention to the growing market for 
juvenile shoes and more staple types of shoes for women. 
Such action would provide the area with a more diversi- 
fied product base, and it would also reduce the season- 
ality of employment in the industry. An increase in 
average size of firm, especially in Massachusetts, might 
also be desirable. 


OUTPUT OF 60 N.E. SHOE MANUFACTURERS 
BY MAJOR SALES CHANNELS 
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The Laconia Industrial Development Corporation 
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(This is the first in a series of articles describing indi- 
vidual community industrial-development programs in 
New England. A general discussion of all such programs 
in the region was published in the Monthly Review for 
July 1950.) 2 
Tue Laconia (New Hampshire) INpustr1aL DEVELop- 
MENT CorporarION has aided in the creation of 450 new 
manufacturing jobs in the community by making suit- 
able industrial space available on reasonable terms in 
both new and vacant buildings. 

Several energetic citizens sponsored the formation of 
the corporation after the liquidation of The Laconia 
Car Company in 1931. Laconia, which then had a popu- 
lation of 12,500, had relied on this company to provide 
a considerable number of jobs. Four local businessmen 
recognized the need for taking positive action to provide 
new industrial employment. They called together a 
group of local businessmen to discuss a plan for pur- 
chasing some of the property of the defunct car com- 
pany and for bringing in a new occupant. 

The group organized the Laconia Industrial Develop- 
ment Corporation in 1932 and sold stock for $100 a 
share. The 20 original stockholders increased in num- 
ber to 42 during the year. All stockholders were local 
businessmen. The group made no effort to sell the stock 
widely among the general public. The stock sale netted 
$15,000, with which the corporation bought some of the 
buildings and land of the closed Laconia Car Company. 

A woodworking concern leased the property. The 
tenant paid an annual rental of five per cent on the in- 
vestment and had an option to purchase the property 
within 20 years for $15,000. The company operated suc- 
cessfully, prospered, and grew. In 1937 it exercised its 
option and bought the plant. 

Since the Laconia Industrial Development Corpora- 
tion was not originally planned as a continuing opera- 
tion, it used the $15,000 to repay all stockholders in full. 
The stockholders had also received annual dividends of 
three per cent between 1932 and 1937. They felt that 
the corporation had been a financial success, in addition 
to fulfilling its primary purpose — contributing to the 
economic health of the community. 

In 1937 new events brought the Laconia Industrial 
Development Corporation into existence again, this 
time on a permanent basis. A midwestern ski manufac- 
turer wanted a branch plant in the East. The concern 
looked over a number of sites. It liked Laconia, but 
there was no suitable space available. The stockholders 
of the development corporation learned of the situation. 
They discussed the problem with the ski company, 
which agreed to locate its branch plant in Laconia if it 
could get modern factory space on a rental basis. 

The original stockholders reorganized the Laconia In- 
dustrial Development Corporation. This time they 
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raised $30,000. The city donated a suitable industrial 
site. Local banks participated jointly in a $55,000 mort- 
gage for the erection of the plant. The $85,000 of local 
funds, plus what the ski company was able to put into 
the enterprise, was enough to build and equip a factory 
well suited to the company’s needs. The occupant paid 
five per cent annually on the money invested by the 
development corporation and the banks, and had an 
option to purchase the plant. 

After paying rent for several years, the ski company 
bought the building in 1945. The Laconia Industrial 
Development Corporation regained the funds originally 
invested in the plant, and the manufacturer assumed 
liability for the unpaid balance on the mortgage. 

The development corporation had an opportunity for 
its third endeavor in 1944. A clock company was seek- 
ing a suitable location for a branch plant. It agreed to 
locate in Laconia if it could obtain suitable space. The 
development corporation borrowed $34,000 to purchase 
and renovate a vacant hosiery mill. The corporation 
bought the building for $17,000 and paid another 
$17,000 for half of the renovations needed. The clock 
manufacturer paid the other half of the improvement 
costs and leased the plant from the development cor- 
poration with the usual option to purchase. The con- 
cern is still renting the factory. In 1945 the develop- 
ment corporation repaid the $34,000 it had borrowed 
with the proceeds from the sale of the ski company 
building plus some surplus funds it had accumulated. 

In addition to promoting the industrial development 
of Laconia by purchasing two existing plants and con- 
structing one new one, the development corporation 
also acquired some industrial sites which have enabled 
it to aid in bringing industry to the city. A dyeing and 
finishing concern has recently erected a modern one- 
story plant on one of those sites. The corporation also 
helped the company obtain financing from local banks. 

The Laconia Industrial Development Corporation 
does not spend any money for promotional activities to 
induce manufacturers to locate in Laconia, and it does 
not try to attract industries away from other communi- 
ties. It has worked cooperatively with the state and 
local development agencies in New Hampshire. The 
corporation has carefully investigated all prospective 
tenants and has not had any defaults on its leases. 
There is no paid staff. Its officers have managed the 
corporation without compensation, and many stock- 
holders have also donated their time and effort. 

The industrial development corporation now has 49 
stockholders and a paid-in capital of $34,200. Recently 
the corporation increased its authorized capital from 
$50,000 to $250,000 in order to have a larger amount of 
money available for future operations. It also reduced 
the par value of its stock from $100 to $25 per share so 
that more people can participate in the program. 
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KOREAN WAR adds impetus to Industrial Rise 


INDUSTRIAL ACTIVITY climbed steadily in New England, 
as well as in the rest of the United States, during the 
third quarter of 1950. The invasion of South Korea by 
Communist forces and subsequent events accelerated 
what was already a strong upward movement. 

The beginning and end of the quarter coincided 
closely with the dates of the initial invasion and the 
end of organized resistance by the North Koreans be- 
low the 38th parallel. Even a complete cessation of 
hostilities in Korea, however, would probably not check 
the increased business tempo which the invasion touched 
off. The expanded defense program in this country will 
almost certainly continue for a long time to come, and 
its impact upon the economic life of the nation will 
probably become much greater. 

The participation of American forces in the United 
Nations action and the announcement of increased de- 
fense expenditures early in July precipitated a sharp 
rise in individual and business spending. Purchasers 
recalled the shortages of World War II and hastened to 
satisfy their anticipated needs before prices should rise 
and goods should become unavailable. (See page eight of 
this Review for a discussion of recent changes in prices.) 

Retail sales rose sharply during July and then gradu- 
ally reverted to their normal seasonal pattern during 
August and September, but at a somewhat higher level 
than in the same months of 1949. The year-to-year in- 
crease in department store sales in New England reached 
20 per cent for the month of July. For all retail stores 
in New England, the July increase was also approxi- 
mately 20 per cent. Stores which sell lumber and build- 
ing materials, motor vehicles, furniture, and appliances 
led the way. For the month of September, however, 
department store sales were only five per cent larger 
than they had been in the same month last year. 

Consumer instalment credit controls were reimposed 
on September 18 by the Federal Reserve System under 
the provisions of the Defense Production Act of 1950, 
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but only used-car dealers reported a noticeable effect on 
sales in the first few weeks under the new regulation. 

The increased consumer demand for goods was ac- 
companied by a sharp rise in manufacturers’ orders, 
production, sales, and employment. According to the 
Associated Industries of Massachusetts, orders received 
by Massachusetts manufacturers rose 46 per cent from 
June to August. The jump was greatest (64 per cent) 
for the producers of durable goods, especially for those 
in the electrical-equipment, primary metal, and ma- 
chinery industries. Orders also rose appreciably in the 
textile, paper, and rubber industries, but they were slow 
to pick up in the nondurable-goods categories of chemi- 
cals and shoes. 

The rising tide of orders was almost entirely on 
civilian account, although much of the increase was in 
anticipation of increased diversion of productive facili- 
ties to defense orders. Military orders in the third 
quarter did not yet reflect the new plans and appro- 
priations for expanded defense spending. During the 
11 weeks from July 13 through September 27, New 
England manufacturers received only about $60 million 
in unclassified prime defense contracts, six per cent of 
the corresponding national total of $988 million. The 
“normal” share of New England manufacturers, based 
on World War II experience, is about nine per cent of 
the United States total. 

Industrial production mounted steadily during the 
quarter, except for a slight dip in July as a result of 
vacations. The estimated September index of the Fed- 
eral Reserve Board for the entire country reached 213 
per cent of the 1935-1939 average, the highest since 
the end of World War II. Durable and nondurable 
goods and minerals all shared in the rise from the June 
index of 199. Electric power production, business loans, 
and transportation activity moved up along with in- 
dustrial production. 

Despite the rise in production and manufacturers’ 
sales, inventories held fairly steady. Consumer and in- 
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dustrial demand absorbed new factory output as fast 
as it was produced. In fact, the ratio of inventories to 
sales went down slightly at all levels of distribution 
from June to July. According to the New England Pur- 
chasing Agents Association, manufacturers’ inventories 
of finished goods in New England continued to fall in 
August, though productive inventories recorded an in- 
crease. Buying policy remained fairly constant in New 
England over the quarter. Most industrial purchasers 
attempted to maintain a 60- to 90-day supply of ma- 
terials, but shortages began to appear in a few industries. 

Manufacturing employment in New England was 
stepped up by 66,000 workers in August after plant 
close-downs for vacations in July kept the June total 
from rising. Some manufacturers increased their work 
forces to be prepared for heavier defense orders. In 
August there were 1,428,000 at work in the region's 
factories, which was 121,000 (9.3 per cent) more than 
in August 1949 and the highest since January 1949. All 
industries except transportation equipment shared in 
the rise from July to August, and only transportation 
equipment, food, apparel, and leather products failed 
to show increases from the levels of a year ago. 

The textile industry has led the upsurge in employ- 
ment. Its August total of 276,000 workers was almost 
15 per cent higher than the comparable figure for 
August 1949. The woolen and worsted division, in par- 
ticular, has recovered from the depressed conditions 
of a year ago, but all divisions are active and possess 
large backlogs of orders. Employment by the jewelry 
industry has also risen sharply, as manufacturers have 
stepped up their output, partly to build up inventories 
in expectation of limitations on materials. The paper 
and rubber industries also speeded up their operations 
during the quarter in response to swelling orders. 

In the durable-goods industries, the region’s pro- 
ducers of electrical equipment, machinery, and primary 
and fabricated metal products have added the largest 
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numbers of workers, as might be expected from their 
orders record. Some of the smaller industry groups, 
however, such as lumber, furniture, and instruments, 
have made larger proportionate gains in employment. 

The new spurt in industrial employment has relieved 
the unemployment problem in New England. Initial 
claims for benefits dropped to 58,000 in August, about 
two fifths what they were a year ago. Continued claims 
also dropped steadily to 119,000 in August, less than 
half their level of last August. The labor market tight- 
ened further in September, and unemployment-insur- 
ance claims showed another decrease for the month. 

The booming construction industry was also affected 
by international and economic developments during the 
third quarter. The Korean outbreak apparently re- 
sulted in a speeding up of contract awards during July 
and early August. According to the F. W. Dodge Cor- 
poration, the value of total construction contract 
awards in New England during July was 87 per cent 
more than that of July 1949. Residential awards were 
139 per cent higher than they were last year. There was 
a sharp reversal after August 15. In the first half of 
September, total awards fell to a level 34 per cent be- 
low that of the corresponding period in 1949. Resi- 
dential building was the only major category which re- 
mained above its level of a year ago. 

Although only minor construction controls had been 
instituted by the end of the quarter, the anticipation 
of more rigorous future controls and certain material 
shortages probably induced both the bulge in contract 
awards during the first part of the quarter and the slack- 
ening in awards during the last part. 

The higher rate of industrial activity has not yet been 
reflected in increased employment in the other non- 
manufacturing activities, which are in total larger em- 
ployers than the manufacturing groups. Nonmanufac- 
turing employment (excluding construction) dropped 
by 8,000 from June to July and returned to the June 
level in August. It was still 5,000 lower than it had been 
in August 1949. Employment by state and local govern- 
ments and by the finance, insurance, and real estate 
grouping was higher than it had been in August a year 
ago, but there were year-to-year reductions in employ- 
ment by service enterprises, wholesale and retail trade, 
and the Federal Government. 
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PRICE DEVELOPMENTs in 1950 have reflected a combina- 
tion of high business activity and acute sensitivity to 
the international situation. The April-June price rise 
reflected high consumer income, business optimism, and 
inventory accumulation. Decisions and programs de- 
pendent on the outbreak of fighting in Korea have 
provided the principal price stimuli since June 25. 
The three most widely used measures of price move- 
ment are the 28 Commodity Index, the Index of Pri- 
mary Market Prices (wholesale prices), and the Con- 
sumers’ Price Index, published by the United States 
Bureau of Labor Statistics. The most sensitive of these 
is the 28 Commodity Index which summarizes daily 
price movements of basic commodities traded in spot 
markets and on organized exchanges. Because this index 
is composed of raw materials, agricultural and indus- 
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trial, domestic and imported, price fluctuations tend to 
be large and very responsive to economic and political 
developments. In September, these basic prices aver- 
aged 24.3 per cent above the pre-Korea level of June 
23, but 8.6 per cent lower than the postwar high of 
November 28, 1947. 

A less volatile price series is the monthly Wholesale 
Price Index, which includes manufactured goods as 
well as materials. About 900 commodities are currently 
priced in computing the index. A weekly index based on 
a sample of 300 commodities indicates the trend of the 
comprehensive monthly series. The average weekly 
wholesale index this September was 7.4 per cent above 
the pre-Korea June level and less than one per cent 
below the postwar peak of August 17, 1948. 

At present the prima donna among B.L.S. series is 
the national Consumers’ Price Index. It reflects changes 
from mid-month to mid-month in prices paid for goods 
and services usually bought by moderate-income fam- 
ilies in the larger urban centers of the United States. 
A similar index for Boston stood at 168.4 in August, 
1.3 per cent above the June level and slightly below the 
postwar peak of September 1948. 
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